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YIRGIMNWTIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD
IN RE:
Application of Oxy USA, Inc.
for Forced Pooling of Interests in a Drilling Unit

Affected
New Garden

This
applicatio

interests

Magisterial District of Buchanan County, Virgi
cause came on this 24th day of September, 1991,

n of Oxy USA, Inc. requesting that this Board

of well operators in the 80-acre drilli

establish
Magisteri
filing of
of the he
operator
below the
drilling
the Code
Notice as

of Oxy US

of well operators who may be affected by the pooling of

methane gas below the Tiller seam of coal in the drill

involved
due dilige
available

grantor/gr

local telephone books and has had conversations and corre
h
(|
|
1

with intea

erein.

rested parties.

by Well Number CMB T-34, VGOB 91-0924-148 in the

oy .
))}09617

nia

pon the

ool the

units

d for the Oakwood Coalbed Methane Field in the New Garden

1 District of Buchanan County, Virginia. Notic

e of the

the application herein and of the time, date anhd place

ring thereon was duly and properly given to

f record having an interest in the coalbed me

Tiller seam of coal underlying the tracts w#

it covered hereby as required by Section 45.1-

f Virginia, 1950 as amended.

iven and further conducted inquiry into the su

, Inc.'s search to determine the names and wh

nce and has conducted a meaningful search of r

sources at hand, including, but not 1lim

antee indexes, deed books, will records, tax

The Board hereby approves t

hane gas

Iéch well

thin the

61.19 of

The Board examined the

ficiency
eabouts
coalbed

ing unit

The Board finds that Oxy USA, Inc. has exercised

I

sonably
ed to,
records,
ondence

notice




given, by

requiremen

federal due process,

respects a

Ashla
this propo
their writ]

(1)
pooling.
meaning of

(2)

application.

(3)
the unit.
(4)
effective
361.17.
(5)
to drain
rights to
(6)

unit, whig

the proposed unit.

(7)

application fails to comply with the regulations of the

the Inspe

The plat submitted by the applicant Oxy

stor and fails to adequately advise Ashland|

!

v

8000 381 e 822

publication and otherwise, as meeting the %

and finds that notice has been giv
i
s required by law and the rules of this Board.

nd Exploration, Inc. objected to pooling of in#

sed drilling unit. Ashland Exploration, Inc. ai

ten objection that:

Oxy USA, Inc. had no standing to request inv

Ashland contended that Oxy is not a claimant wi

ﬁatutory

ts, rules of the Board and minimum standards of #tate and

h in all

F

leged in

rest in

oluntary

hin the

Section 45.1-361.22 of the Code of Virginia.

Oxy is not a principal or 1lessee who may

Oxy has no method to transport coalbed methane

The unit fails to comply with the statewide fi

July 1, 1990 as set forth in Virginia Code Sec

|
|
The size and configuration of the unit is notl
the gas to be extracted and violates the cor
Ashland in such gas.

The well is not located in the center of the

h failure will result in the drainage of areas

make an

gas from

d rules

Iin 45.1-

proposed

outside

feh its
ard and
of the




informatio
applicable
(8)
violations
tangible |

violation

of the Commonwealth of Virginia.

Ashla
8 above.
hereby are

The H
45.1~361.2

is necessa

the ownership of coalbed methane gas.

Assembly 1
potentiall
Section 4
developmen

of ownersh

Accor

finds that

Section 45
seam of co
is attache
the right

Based on th

-

sook 381 race 823

n necessary to determine the issues which
The provisions of Virginia Code Section 45.1-36
of the due process rights and constitute a t

property and impairment of contracts of Asl

nd has introduced no evidence with respect to

overruled.
oard is of the opinion that the provisions of

2 should be construed broadly.

The Virginia
recognized that conflicting claims to ownersh

Y prevent development and production of this resource.

5.1-361.22 addresses this problem and all

ip.

Oxy USA, Inc. is a claimant within the me

d hereto as Exhibit "A" and made a part hereof,

to the proposed unit sought by the applicatioﬂ

of the United States Constitution and the Conﬁ

i
The Board finds that these objections shoul# be and

This broad cons

@l in the drilling unit as described on the ma

to conduct operations on its coalbed methane in

le evidence presented, the Board finds that the f

may be
.L.zz are
aking of
nland in

titution

tems 1 -

Section

Eruction

ry to recognize that there may be conflicting claims to

General
ip could

bws  for

t and production of coalbed methane pending rgsolution

|
dingly, based upon the evidence presented, the Board

dning of

.1-361.22, to coalbed methane interests below the Tiller

P, which

and has
Cerests.

g

pllowing




s
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named perspns may be owners of coalbed methane gas interests below
the Tiller seam of coal, which are held pursuant to a  ease or
other agreement, in the drilling unit involved herein, who lhave not
voluntarilly agreed to pool their interests in this unitlfor its
development and operation: |

Ashland Exploration, Inc. :

P. 0. Box 391 |

Ashland, KY 41101 %

Base]nupon the evidence presented, the Board finds:that, in
order to avoid the drilling of unnecessary wells, preyent the
various types of waste and protect the correlative rights of all
owners and potential owners of coalbed methane gas with rJ:pect to
the drilling unit involved herein, the owners and potentiall owners
of coalbed| methane gas involved who have not heretofore r]iched an
agreement with respect to development and operation of the fArilling

unit covered hereby shall be required to pool their coalbe? methane

gas interests below the Tiller seam of coal for the devel

this drill
order, al
considerat
supported
equitable

and potent

receive just and equitable share of production from this

Based

this matte

ing unit, upon the terms and conditions set ou

by substantial evidence and to be just, reason
and such as will afford each coalbed methane g

lial owner in this unit the opportunity to re

ion of the evidence presented in this cause
1

|

upon the evidence presented at the public he

r, the Virginia Gas and 0il Board orders as fol

ment of

in this

1 of which terms and conditions are foung, after

, to be
able and
AS owner
¢over or
Iunit.

ring in

ows:




(1)
80-acre dr
the Oakwod
developmen
authorized
unit so as
consistent]
work permi

(2) E
the Tiller
shall, wit

Order, del

The interests of well operators, as named above,

I ] ’
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i |

illing unit established in the lands involved he

d Coalbed Methane Gas Field are hereby poole

t and operation of this unit. Oxy USA, Inc.,

|
to drill, complete and operate a well in this
to produce coalbed methane gas from the pooled
with the terms and provisions of its applica

t and the Oakwood Field Rules. f

ach owner or potential owner of coalbed methane

thin 30 calendar days after the date of mail:

iver to Oxy USA, Inc., P. 0. Drawer Q, Richl

24634, a

of the well covered hereby or to exercise such well o

right of

election

lection under this order as described below.

all be deemed to have been made if a well ope

j:
1
seam of coal involved herein, other than Oxy U

ands,

in this
ein for

for the

E hereby
|

drilling
acreage,

ble well

s below

. ThE.,

lng this

VA

ritten election either to participate in the operation

rator's
p[ timely

rator on

or before the last day of such 30 calendar day period has %ent such

written el

had such written election duly postmarked and has pladed such

written el
prepaid, 4
above. T}
pooled are
Each

operator h

ction by telegram or telegraph to Oxy USA, Incl
ection in the United States mail, first class,

uly addressed to Oxy USA, Inc., at the address

set forth below. :
i

coalbed methane gas well operator or potent

lerein pooled claiming an interest as to the

. Or has

postage

t forth
ne alternatives afforded to the well operato;r herein

al well

Icoalbed

methane gas below the Tiller seam of coal derived from any tract




within the
options as

(a)
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drilling unit involved herein is accorded the ﬁbllowing

to such interest:

To participate in the working in

?a;;igipation: i
and the development of the coalbed methane gas below tA Tiller

seam of cg

pay such well operator's proportionate part of the actua#

drilling, ¢
of the wel
oxy USA,
estimated
plugging a

participat

cost of co
be in the
unit cover
bears to t

(b)

working i

drilling u
share in t
a carried
actual cost
and abandg
operator's
share of j

operator's

[nc.,

al in the drilling unit involved herein by ag#

completing, equipping, operating, plugging and aﬁandoning

1l covered hereby and by paying as set forth hé ein, to

E

operating,

such owner's proportionate part of the §230,169

cost of drilling, completing,

equipping,

nd abandoning of the proposed well covered hebeby. A

ing well operator's proportionate part of the antlficipated
pletion and share of the production from such well shall
proportion that the number of net mineral acrés in the

d by the coalbed methane gas rights owned by such party

e entire number of mineral acres in this unit;| or
arried interest: In lieu of participating| in the
terest in and the development of the pool |[in this

nit, as set forth in subparagraph (i) above, to‘%lect to

he operation of the well covered on a carried Aasis (as

|
well operator) so that the proportionate parti of the

L of drilling, completing, equipping, operating,

plugging

pning of such well allocable to such carri

d well

interest is charged against such carried well oﬁ rator's

production from such well. All of such carried well

coalbed methane gas rights below the Tiller sea' of coal
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in the podl in the drilling unit involved herein are rel

t
w:quished
under thiJ order to Oxy USA, Inc. until the proceeds from‘ he sale

of the share of production from such well accruing to sucﬂ

well operator's unleased interest in the drilling unit
herein, exclusive of any royalty, excess or overriding roy

other non-<toperating or non-cost bearing burden reservec

lease, assignment thereof or agreement relating thereto‘

carried
involved
Ly, or
in any

covering

such interest, equals three hundred percent (300%) for |

leased

interest or two hundred percent (200%) for an unleased interest of

\
\
the share ¢of the cost of drilling and completing the well a
4

to the coalbed methane gas interest of such carried well

locable

berator;

plus one hundred percent (100%) of the carried operator's‘ghare of

the cost of surface equipment beyond the wellhead conn4¢tion of

such well allocable to the interest of such carried well 4

plus one
operating Puch well allocable to the coalbed methane gas

hundred percent (100%) of the share of the

of such rried well operator.

c
proportion[te part of the costs of, and the production ﬁ

Such carried well Oql

perator;

lcost of

interest

srator's

well covered hereby is to be in the proportion that the

net mineral acres in the unit covered by the coalbed met

interest owned or potentially owned by such carried well‘

bears to the entire number of mineral acres in such unit.
the perio
carried well operator's share of production or the
therefrom,

severance, | excise, gathering and any other taxes based’

7

Oxy USA, Inc. shall pay all applicable prog

ane gas

During

|
of time Oxy USA, Inc. is entitled to receilve such

proceeds

Juction,

upon or




measured b

calculate

appropriatie owner any royalty, excess or overriding royalt

other non-
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y the value or amount of production and shall s

and pay to such carried well operator for payme

Iy

l

arately

t to the

roperating or non-cost bearing burden reserve

and any

in any

lease, assignment thereof or agreement relating thereto Which is

deducted
operator.

non-operat

any charge for operating costs.

carried well operator of any such royalty,

royalty or

made withil
within whi
Within six

hereby, Ox

inventory

itemized gtatement of the cost of drilling, complet
|
equipping such well for production; and for each month the

during the time Oxy USA, Inc. is being reimbursed as h

above, Oxy

from the share of production of such carr

Such royalty, excess or overriding royalty a

ing or non-cost bearing burden is not to be si
Payment by Oxy USA, Inc{
excess or ov
other non-operating or non-cost bearing burdeni
lch the production subject to such burdens
ty (60) days after the completion of the wel#

y USA, Inc. shall furnish such carried well ope

of the equipment in and connected to such welE

USA, Inc. shall furnish to such carried well |

n ninety (90) days after the end of the calenir

ed well
nd other
bject to
to such

rriding

Bshall be

r month
sold.
covered
rator an
and an
ing and
reafter,
brovided

pperator

an itemized statement of all costs and liabilities incurrép in the

operation of such well, together with a statement of the}

of coalbe
proceeds r
carried we

month.

0x3

methane gas produced therefrom and the a;

y USA, Inc. shall also furnish to the State Gas

L1 operator's interest in the unit during the pa

antity

unt of

alized from the sale of the production allocablé*to such

receding

and 0il




Inspector,

well opera

300k 381 rce 829
copies of the same statements furnished to eacﬁ

tor under the provisions hereof. Any amounty

carried

realized

from the sfale or other disposition of equipment newly ac&uired in

connection
would have
participat

credited a

the inter

owner as

with any operation on the well covered her%

been owned by such carried well operator had s

gainst the total uncovered well costs in determif

st of such carried well operator shall revert

escribed above. When Oxy USA, Inc. recovers

py which

1:h owner
ed therein as a participating well operator &hall be

ing when

to such

firom such

carried well operator's relinquished interest provided for above,

the reling
automatica
reversion,
participat
well, the
production
such owner
in the ar
thereafter
owner's pr
of such we

(c)
working ir
involved h
receive a

such owner

quished interest of such carried well operaf

lly revert to such owner,

ing well operator and shall own the same interes

oportionate part of the further costs of the

il .
Cash Consideration:

iterests in and the development of the drill

sum of ONE DOLLAR ($1.00) per net mineral acre

and from and af;

er such

in such

material and equipment in or pertaining theret& and the

therefrom, as such owner would have been entitlhd to had

participated initially as a participating well

rilling, completing and equipping of such wé

 such owner shall be charged with and shall

erein, any owner of an unleased interest may

+ Plus a total royalty in the amount of one-e

9

0

pperator

11y and

i




eight-eigh
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condensat? produced from the well covered by this Order,!

to be deli
such well
risks inc

operating,

a net rev

well operl

gas and g
Order, wit

from such

immediatel
of 8/8ths and such net revenue interest of 87.50% of 8/8&

be proport

the number

vered into the lease tanks or into the pipelines
is connected, free and clear of all costs, expe
urred in or in connection with drilling, e

completing, plugging and abandoning of such wt

nue interest of 87.50% of 8/8ths of the coalbe

as condensate produced from the well covered

owner's share of production the royalty prov

y above; and provided further, that such royalty

of net mineral acres in the drilling unit cover

coalbed methane gas rights owned by such well operator

the entire

(3)
coalbed mef
subject to

properly e

forth abov

|
ths (1/8th of 8/8ths) of the coalbed methane ga& and gas

the same

to which

ses and
ipping,

1. Any

tor electing this option shall deliver under tjrs Order

methane

by this

h such net revenue interest being determined by 4Lducting

1ded for
of 1/8th

ns shall

ionately reduced and payable only in the proporﬁﬂon that

by the

ears to

In the event a well operator, either an owné

thane gas lease or an owner of an unleased tracﬂ

lect, in writing, one of the applicable option:

number of mineral acres in this unit; or

P of an

. who is

the provisions of this Order shall fail to timely and

, such well operator shall be deemed to have elq

as set

ted not

to participate in the working interest in the well covered hereby

and shall
methane ga

In the ever

|
e deemed to have leased his interest in the
to the designated coalbed methane gas well o

|
it a well operator, either an owner of a lease i

10

coalbed

erator.

nterest




or an owl
provisioné
operator u
thereafter
operator'ﬁ
hereby as
participat
such well

with the t

(4)

ner of an unleased interest, who is subjec&

e el e e —
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to the
of this Order shall elect to act as a participaﬁing well
nder 2A. (i) or B. (i) above, whichever is applic?ble, but

|
fail or refuse to pay or secure the payment of guch well

proportionate part of the cost of the well| covered

set forth in such provisions, such election toi#ct as a

ing operator under this Order shall be null and [void and

operator shall become a carried well operator cjhsistent

erms and provisions of this Order.

If any payment of bonus, royalty payment or othei payment

due and o&ing under this Order cannot be made because tﬁ% person

entitled t
of ownersh
bonus, roy
interest b
days after
any funds

held for t

entitled tl

the holder

or the Boa

If an

accept the
be paid th

hereunder

the unit o}

hereto cannot be made certain due to conflicti

ip and/or a defect or cloud on the title, then
alty payment or other payment shall be depositel into an
earing escrow account within one hundred eighty (180)
the date of this Order and shall not be commin‘ ed with
of the applicant or unit operator. Such fundsi hall be

the exclusive use of, and sole benefit of, t

person
hereto until such funds can be paid to such perq n(s) or
relinquishes such funds to the Board as requirq by law

rd.
y person whose interest is pooled hereby re
cash bonus consideration or if any such persoh cannot

E cash bonus, royalty payment or any other payment due

for any reason other than the reasons set forth above,

perator may deposit such cash bonus, royalty pa&ment or

13




other payjént into an escrow account established in the ac

records o
account fo
in such T
person(s)
person(s)
Commonweal

Withi

election p

B i
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unit operator and such funds shall be credite
r the benefit of such person.
scrow account shall be held for the benefi#:
entitled thereto until such funds can be paii
or until they are required to be paid
th. |
n thirty (30) days of the expiration of any]

eriods provided in paragraph 2, the designated

Such funds so #eposited

of the
to such

to the

and all

opperator

shall tenFer to the State Gas and 0il Inspector a *Dtarized

statement
breakdown
of ownersl
establishi

changes in

operator shall immediately notify the State Gas and 0il I
and withir

statement.
wWithi

legal dete

signed by 411 claimants, the Board shall order payment of Q

of the type of interest, mineral ownership and p

ip. This statement shall be used in cre

ng the escrow accounts required by this Order.

the status of conflicting claims occur, the d

} thirty (30) days submit an amended disputek

of all disputed claims, specifically, inc#uding a

:ﬂlng and

centage

If any
ignated
hspector

claims

n 30 days of receipt of a certified copy of tﬁe final

|
rmination of entitlement or upon receipt of an agreement

rincipal

and accrued interest from the escrow account described %bove to

all person
(5)
in respon

provisions

legally entitled thereto.

y well operator involved herein who has not\lppeared

to the notice of hearing published pursuan

of Section 45.1-361.19, Code of Virginia,

12

I

to the

950, as




amended, And whose identity or whereabouts remains unkno

conclusion

elected to

operator designated to drill as described in paragraph 1, \

e B e 5 1R

s 381 rce 833

i
|
|

at the

of the hearing in this matter shall be deemed to have

lease his interest to the coalbed methane to [the well

nder the

same term* and conditions as set forth in paragraph (4‘ above.

The desi

distinct |interest-bearing escrow account established

Virginia

proceeds attributable to the unknown lessor's interest.

so deposit

ated well operator shall deposit into a heparate,
by the

inia all

as and 0il Board with the Treasurer of Virq

shall be deemed unclaimed property and disposed of pursuant to the
Uniform Disposition of Unclaimed Property Act (Section % -210.1,
et seq.) |

(6) Any cash bonus which becomes payable by Oxy q A, Inc.
under the |provisions of 2(c), above, shall be paid oritendered
within thi rovided,

however, i
if such ow
defect or
paid such

set forth

(credit) s

rty (30) days after the date of this Order; %
f the owner entitled to such funds releases the;éame, or
her's interest in the unit involved in this caqée has a
cloud in the title thereto, or if such owner &annot be
funds for any reason whatsoever other than thé

reasons

in paragraph 2 and 3 above. Oxy USA, Inc. maﬂ deposit

ich funds due such party into an internal escrow|account

established in the accounting records of Oxy USA, Inc. F

funds shall be credited to such account for the benefiti

owner.

shall be h

Suc¢h funds so deposited (credited) in such escroJ

nd such
of such
account

1ld for the benefit of the owner entitled there“o until
|
|
|

13




such funds can be paid to such owner, or such owner acc

funds, or

the satisf
(7)
such party

sook 381 et 834

until such title defect or cloud is cured or re
‘faction of Oxy USA, Inc.
Oxy USA, Inc., in addition to any other rights|

r under the laws of Virginia, shall have a lié

ts such

oved to

afforded

on the

mineral ﬂeasehold estate or rights owned by the other well

operators

shares of

that costs incurred in the development and operation

the production from the well covered hereby to t*

involved herein in the unit covered hereby and upon their

e extent

of the

drilling unit involved herein are a charge against such ihterests.

Such liens

shall remaﬁn a lien until all costs incurred in connection

well havq
participat

proportion

with the Well covered hereby,

share of

participat

shall be separable as to each separate well ope

been paid.

ate part of any cost incurred hereunder in cc

shall be entitled to re

production from the well accruing to such d

ing well operator's interest in the unit involvec

or the proFeeds from such share, until such proportionat

such cost
accruing t«
payment of
If any pan
well opera;
in connect

after rend:

has been paid. No part of the production or

D any participating well operator shall be appli

costs chargeable to any other interest in s
ticipating well operator fails or refuses to
tor's proportionate share of the cost incurred
ion with the well covered hereby within sixty

jtion of a statement therefore by Oxy USA, Inc.,

14

Upon the failure or refusal

’I

*ator and

with the

of any

ing well operator to pay such well oﬁerator's

nection
bive the

aulting

herein,

Iipart of

-

h unit.

oceeds

toward

Iay such
reunder
50) days

the non-




defaulting
shall, updg
proportion

participat

such non-defaulting well operators.

defaultin

operator'

n request by Oxy USA, Inc., pay the unpaid amour

ing well operator bears to the total interest

—ovT -

‘ "
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participating well operators, including Oxy Ui

that the interest of each such non-d

ea

In such event,
participating well operator so paying st

share of the unpaid amount shall, to

B, Ing.,
it in the

faulting

of all

ch non-

ich well

obtain

reimbursement thereof, be subrogated to the lien rights 195cribed

above.

(8)
the date ¢

operations

(365) days from the date of this Order and in any eveﬁ1

continue or cause to be continued operations under this 0#

due dili

inoperativ

sums becomt
of such op

(9 A
completion
statement
completing
statements

the State

actual costs of drilling,

abandoning

If the well involved herein has not been commenged as of

»f this Order, shall commence or cause to be ébmmenced

on such well within three hundred and sixty-ﬁlve days

-

nce; otherwise, the provisions thereof

and this Order shall terminate, except for
ng payable hereunder, unless the time of comq
ration is extended by an Order of the Board. i
bxy USA, Inc. shall, within thirty (30) dayﬁ

, tender to the State Gas and 0il Inspector an|.
reflecting the actual cost of drilling, e

plugging and abandoning the well. Additional i

|
reflecting actual operating costs shall be furw4

Gas and 0il Inspector on a quarterly basis.

P’

hall

shall

der with

be

'ny cash

ncement

after

| temized
ipping,
[temized
shed to

If the

completing, equipping,

15

plugging and

the well is different than Oxy USA, Inc.'s estiimates,
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appropriate adjustments to the burdens imposed bn  each

participating or carried operator's share shall be made.

(10) | Oxy USA, Inc. shall cause a certified copy of this Order

to be mailed to the last known address of each well operator as
listed in |this Order.

The relief granted by this Order is to avoid the drhlllng of
unnecessary wells, prevent the various types of waste or| coalbed
methane gas and protect the correlative rights of all o rs with

respect tao the pools 1n the drilling unit involved herei

Done |this 02[/ day of Mﬁ“” , 1991, Wy & majTorlty of

the Virginia Gas and 0il Board. |

/ CHAIRMAN |

Done [and performed this 4214/ day ofA{) )

1991, by arder of this Board.

16
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State of Virginia |
County of Washington ; \
Acknowledged on this 24th day of October y - 189 .
personally beflore me a notary public in and for the State of Virglinia
appeared Benny Wampler, being duly sworn did depose and say that is
Chairman of the Virginia Gas and 0il Board, that he executed the same and
authorized to so.
e,
Notary Public
My commission expires 9/23/92
State of Virginia
County of Washington
Acknowledged on |this 24th day of October , 1991 :
personally before me a notary public in and for the State of Virginia
appeared Byron Thomas Fulmer, being duly sworn did depose and say that 18
Principal Executiive to the Staff of the Virginia Gas and 0il Board, that he
Notary Public
My commission expires 9/23/92
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VIRGINIA. In the|Clerk’s Office of the Circuit Court of Buchanan County. The foregoing instrfiment
was this day presented i ﬁice aforesaid an ﬁge%er with the cert cate of acknowledgmen anpexed,
admitted to record this day of .. 2. .. M.
Deed Book No. 33 1. ardPageNo ¥ -
TESTE: . 91 eeeet|Clerk
!




e | %’f&&ﬁsﬁ
at

CLERK'S OFFICE CIRCUIT COURT
BUCHANAN COUNTY, VIRGINIA
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